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COMPARATIVE SUMMARY 


12 months ended December 31 


1970 1969 1968 1967 1966 
NGtiSaleSo ate eine Oe ites epee epee tee Mo ae nee $36,097,498 $34,998,066 $32,079,399 $24,694,239 $19,381,448 
Earnings from operations before taxes ......... 2,861,152 2,691,584 3,003,274 2,130,714 1,960,704 
Earnings from operations after taxes ........... 1,272,162 1,217,584 1,365,274 1,037,714 949,704 
Net earnings for the year, after extraordinary items 1,167,152 1,309,907 1,365,274 1,037,714 949,704 
WarkincCApiAli ins mck Azaite oes Al oe eae 5,320,516 6,999,490 4,953,037 4,142,236 3,778,664 
Investment in property (net) ...........0.0eaee 6,457,795 4,914,417 3,441,224 3,366,857 —-3,107,872 
Sharenolders:-Cquity 4s iow tereas wor, spe wattle sas 10,783,797 10,081,931 9,237,310 8,285,623 7,609,798 
Earnings per share from operations after taxes ... 9.84 9.42 10.56 8.03 7.35 
Net earnings per share after extraordinary items 9.03 10.13 10.56 8.03 7.35 
PVIGGNOSDAINE Scant ratastatiie 65) ape 3.60 3.60 3.20 2.80 1.40 
Equity per common share....................- 83.44 78.00 71.47 64.11 58.89 
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REPORT OF THE DIRECTORS TO THE 
SHAREHOLDERS OF THE COMPANY 


Your directors take pleasure in submitting the 
following report on the Company's operations for the 
year ended December 31, 1970. 


SALES AND EARNINGS 


Sales in 1970 amounted to $36,097,498, a 3% 
increase over 1969 sales of $34,998,066. 

Net earnings from operations after taxes were 
$1,272,152, an increase of $54,568 or almost 5% 
over the 1969 earnings from operations after taxes 
of $1,217,584. Earnings per share from operations in 
1970 amounted to $9.84, compared with $9.42 per 
share in 1969. 

Continued strength and profitability were re- 
corded in the wallcoverings and merchandising di- 
visions, and the paint division made a marginal im- 
provement in profitability. For the reasons outlined 
below, Dominion Colour Corporation recorded a sig- 
nificant downturn in earnings, and offset much of the 
improvement recorded in other divisions. 


On June 1, 1970, the Canadian dollar was freed 
from its former fixed rate of exchange, and by 
December 31 had increased about 7% in value in 
relation to the U.S. dollar. As a result, a provision 
for possible loss on foreign exchange of $105,000 on 
the Company’s investment in and advances to U.S. 
subsidiaries has been recorded (during 1969 a gain 
on foreign exchange of $92,323 was recorded). 

Net earnings for the year, after the extraordinary 
items referred to above, amounted to $1,167,152 or 
$9.03 per share in 1970 and $1,309,907 or $10.13 
per share in 1969. 


FINANCIAL POSITION 


With completion of the Dominion Colour plant at 
Ajax in 1970 and the acquisition of a 75% interest in 
Sertex Corporation, referred to below, investment in 
property, plant and equipment amounted to more 
than $1.6 million during the year and the net book 
value on December 31 was more than $6.5 million. 

Retained earnings were increased by $701,866 
during the year and at December 31, 1970 share- 
holders’ equity or net worth of the Company amounted 
to $10,783,797 or $83.44 per share, compared with 
$78.00 per share at the previous year end. 


OPERATIONS 
WALLPAPER AND WALLCOVERINGS 


Continuing the trend of the past two years, the 
Sunworthy Division again achieved new records in 
both sales and earnings. Various factors contributed 
to this growth. The installation of new equipment and 
new production controls placed the Division in an 
excellent service position for the year. National 
media advertising brought about increased sales of 
the new dry-strippable vinyl wallcloth lines. New 
printing techniques and broader design capabilities 
enhanced the general acceptance of new lines in 
both the domestic and overseas markeis. 

Sunworthy has now installed flock processing 
equipment. This will allow for the first production of 
machine-printed flocks in Canada, and is expected 
to have a favourable impact on future earnings. 

The Birge Company made substantial gains in 
sales volume, again reaching a record high. Earnings 
were not commensurate with sales growth due to un- 
foreseen production problems associated with the 
introduction of the Company’s first fabric-backed 
vinyl line. The line is, however, an essential addition 
to the Birge product mix, and steps have been taken 
to overcome these initial production problems and to 
improve general production efficiency. Plans are also 
underway to re-direct the Company’s marketing ef- 
forts toward greater market penetration and future 
growth. 


__ In October, your Company acquired a control- 
ling interest in Sertex Corporation located in Pater- 
son, New Jersey. A progressive manufacturer of vinyl 
wallcoverings, Sertex will provide valuable expertise 


and technical capabilities for future expansion in this 
particular product category. 


PAINT 


Although Paint Division sales fell slightly below 
those of the previous year, earnings improved. The 
division’s shortfall in sales reflects a continued in- 
dustry-wide softening of trade paint sales aggravated 
by prolonged unrest in the west in the construction 
industry and in the labour market. Improvement in 
the earnings performance was brought about by 
carefully planned cost reduction programs, as fore- 
cast in the last annual report. ? 

In the east, where an extensive program of re- 
organization has been completed, management is 
now modernizing the Division’s image through the 
introduction of a new colouring system, together with 
changes in logo style and package design. Greater 
solidarity in dealer relationships is already apparent. 
The division is therefore in a position this year to 
focus its attention on renewed growth. 


MERCHANDISING 


Empire Wallpaper & Paint again reported record 
sales and earnings. Training programs aimed at up- 
grading the Company’s service image, and contin- 
ued expansion of its product range, particularly 
through the addition of exclusive lines, have proved 
most successful. Last year’s annual report an- 
nounced Empire’s move to a larger central ware- 
house support facility as a base for further growth. 
Efforts in this direction continue with extensive im- 
provements to the Company’s Montreal facility sche- 
duled for completion early in 1971. Similar steps are 
planned throughout the year in respect of several 
other locations. 

Studies conducted during the year have culmin- 
ated in the recent formation of a new retail division. 
Operating under the name, ‘Decomart’, the new di- 
vision’s immediate assignment is to open two pilot 
stores in Toronto in the spring of 1971. Merchan- 
dising will cover a wide range of home decorative 
products with particular emphasis on paint. Future 
plans for the new division are still in the develop- 
mental stage. 


PIGMENT COLOUR 


Dominion Colour fell short of its earnings objec- 
tive for the year despite an increase in sales. This 
can be attributed to increased raw material costs and 


to higher than anticipated manufacturing expenses 
resulting from delays in the start-up of operations at 
the Ajax plant. 

Although six months behind schedule, due to 
delays in equipment delivery, the Ajax plant began 
operations on a commercial scale in October, be- 
coming fully equipped and staffed by year-end. 
Scheduled increases in production output will relieve 
the current strain on production facilities at the 
Etobicoke plant, and can be expected to result in a 
considerable improvement in production efficiency. 

Results from the re-organization of the com- 
pany’s Export Department are most encouraging. 
Further gains in this area can be expected with the 
additional output from the Ajax plant. 


MANAGEMENT 


During 1970, P. T. Dahle retired due to ill health 
and his management responsibilities were under- 
taken by M. H. Keeler, who was appointed President 
of General Paint Corporation of Canada Limited and 
F. B. Collen, appointed President of Crown Diamond 
Paints Limited. G. B. Ross, formerly Vice President 
and General Manager, was appointed President of 
Empire Wallpaper & Paint Limited. 


ANNUAL MEETING 


The Annual Meeting of Shareholders will be 
held at the Head Office of the Company, 222 - 7th 
Street, Etobicoke, Ontario, on Wednesday, the 31st 
day of March 1971 at the hour of 10:30 a.m. 

The results for 1970 are a reflection of the con- 
tinued enthusiasm and loyalty of our employees, 
which is appreciated. 

Submitted on behalf of the Board. 


S. T. RYDER 
Chairman 


March 10, 1971 
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CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1970 
(WITH COMPARATIVE FIGURES FOR 1969) 


1970 
SALES AND OTHER INCOME: 
Net SaleSis. soir re ee rcs RePE eee rece cieae mee Smee © apraienumene $36,097,498 
Other inCOme@ns see ects ne ke tres wee, ea ls ace © Paneer ar ements ea 79,804 
36.477, 302 


COSTS AND EXPENSES (note 3): 
CoSt of GOOdS (SOG me eae ae oo in a natn her a oe) AMINE ee ee Wao oats 23,408,696 


Selling*And CISTI DUTION Wastes els ike ey tes ate ake Se een nc ese ete 6,630,598 

Geéeneraliand administrative (stiuiue?. ce cls A. Grade ween ect ener ee 3,276,856 

33,316,150 

Earnings: before, Incometaxes eins) coos te. oe eR bea eras ne oan one 2,861,152 

INCOME TAXES: 

GUITONEE Re ee ae Ea ena acca ee EN er ae en, oat cee 1,434,000 

Dé ferret ee re ere aan She eas Sees oes CALE cee ee cence Une 155,000 

1,589,000 

Net earnings for the year before extraordinary item ..............e0 eee Viele soe 

Provision for possible loss (realized gain) on foreign exchange ......... 105,000 

Net.earnings for.the yearenie es eis aay als ass ween te ea eis eae era ara bots 

Retained earnings at beginning of year ......... cece cee ee eee ee 7,433,449 

8,600,601 

Dividends paid (1970 and 1969 - $3.60 per share) .................... 465,286 

Retained earnings.at 6nd of yeareere ar i ce ee eine come amie eats. $ 8,135,315 
Earnings per share — 

Before: extraordinary em shes 6 wea aioe voemeees vie ee meena $ 9.84 

After extraordinary iteniiis succes sre tie ale rc ee eae ee ciate $ 9.03 


1969 


$34,998,066 
97,590 


~ 35,055,656, 


22,307,119 
6,993,507 
3,063,446 


32,364,072 
2,691,584 


1,426,000 
48,000 


1,474,000 


1,217,584 


(92,323) 


1,309,907 
6,588,828 


7,898,735 
465,286 
$ 7,433,449 


$ 9.42 
$10.13 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1970 


1. Principles of consolidation: 


The consolidated financial statements include the accounts of the 
company and all of its subsidiaries, including a 75% owned sub- 
sidiary from the effective date of its acquisition on October 31, 1970. 


2. Depreciation: 


Effective from January 1, 1970, the Company changed its method of 
depreciation from maximum rates allowed under Income Tax Reg- 
ulations to a straight line basis. This change has no material effect 
on the net earnings for the year ended December 31, 1970. 


3. Costs and expenses include: 1970 1969 
Depreciation and amortization ......... $ 419,037 $ 361,012 


Remuneration of directors and senior 
CTICOTS 7 eee cee che ens Goo eR TG 302,912 273,274 


Interest on borrowed funds, including 
interest of $300,125 in 1970 and 
$85,600 in 1969 on long term debt ... 755,209 484,280 


4. Inventories valued at the lower of cost or net realizable value: 


Raw materials and supplies ........... $1,899,618 $1,377,763 
BG ATO OGESS roc ie sche %, 4.6.0) 2, oe tetera 706,303 546,401 
SPIPISHEC,OOUS a Micmts vias tras. so. w re 6: ws 7,100,758 6,899,218 


$9,706,679 $8,823,382 


5. Property, plant and equipment: 


Accumulated Net 
Cost Depreciation ,Book Value 
BECATICL We ie uid fa eens 9 Sac $ 597,585 $ — $ 597,585 
BUnGingS iiattniss es%c « 5,091,793 2,454,653 2,637,140 
Machinery and equipment 7,800,635 4,746,694 3,053,941 
Leasehold improvements 161,777 100,366 61,411 
Construction in progress 169,129 — 169,129 


Total December 31, 1970 $13,820,919 $7,301,713 $6,519,206 
Total December 31, 1969 $11,914,585 $6,933,715 $4,980,870 


ION 


1969 
$ 30,593 
6,054,757 
621,002 
8,823,382 
443,328 


15,873,562 


2,050,633 
4,420,412 
699,583 
338,444 
1,365,000 


8,874,072 


6,999,490 
4,980,870 


82,512 


1,302,302 
84,000 
1 


1,468,815 


13,449,175 


3,151,244 
216,000 


3,367,244 
$10,081,931 


$ 2,648,482 
7,433,449 


$10,081,931 


aILLIVRAY, Director 
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CONSOLIE 


SALES AND OTH 


Net sales ... 
Other income 


COSTS AND EXP 


Cost of goods } 
Selling and dis 
General and a¢ 


Earnings before ini 


INCOME TAXES: 


CUurentiaies 
Deferred .... 


Net earnings for th 
Provision for possi 
Net earnings for th 
Retained earnings 


Dividends paid (1 
Retained earnings 
Earnings per share 


Before extr 
After extrac 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1970 


6. Long term debt: 1970 1969 


Capital Bank Loan (see below) ........ $2,718,750 $3,000,000 
6%% First Mortgage Sinking Fund Bonds 

of General Paint Corporation of 

Canada Limited (sinking fund 

requirement $25,000 annually 

O74 O86 yore, vee ee rttay reap 400,000 425,000 
Mortgage Note and equipment 

purchase loan of The Birge Company, 

Inc., repayable in 1971-1972 ........ 90,069 64,688 


$3,208,819 $3,489,688 


Less: instalments due in 1971, 
included in current liabilities ........ 463,971 338,444 


$2,744,848 $3,151,244 


While the bank loans are payable on demand, arrangements have 
been made for repayment of a capital loan, bearing interest at 
8%% at December 31, 1970, in quarterly instalments of $93,750 in 
1971 to 1978. 

As collateral security for current and long term bank indebtedness 
aggregating $5,242,750, the Company and certain of its subsidiaries 
have each pledged demand debentures in the amount of $7,000,000 
secured by first floating charges on their assets. 


Translation of foreign currency: 

Current assets and current liabilities of the United States subsidiary 
companies at December 31, 1970 have been translated to Canadian 
currency at the rate of exchange prevailing on that date. Other 
assets and liabilities have been translated at historical rates. Sales, 


costs and expenses have been translated at the average rate of 


exchange for 1970. 


Commitments: 

The Company has annual lease commitments as at December 31, 
1970 aggregating $1,369,719. The minimum annual payments re- 
quired in each of the next five years are: 


1971 $428,490 
RET 317,497 
1973 213,857 
1974 153,266 
1975 90,162 


Unfunded past service benefits under pension plans of a subsidiary 
company aggregated approximately $675,000 at December 31, 
1970, of which the estimated unfunded vested benefits amount to 
$400,000. The unfunded past service benefits are being amortized 
over a period not to exceed 30 years. 


CONSOLIDATED STATEMENT OF FINANCIAL POSITION 


DECEMBER 31, 1970 


(WITH COMPARATIVE FIGURES AT DECEMBER 31, 1969) 


CURRENT ASSETS: 
Cash 


CURRENT LIABILITIES: 
Bank advances (note 6) 
Accounts payable and accrued liabilities 
Income and other taxes payable 
Current portion of long term debt 
Notes payable to parent company 


WORKING CAPITAL 


OTHER ASSETS: 


PEST TCCEIVADIOS titan li so arcce «00.5 areas Tt eae OREO Fin Or pace att 
BING OUT OiilaleG COMPANY w wccs a 0.5 suet te eo Chen deere one sine eed 
Premium on acquisition of shares of subsidiaries ................. 
Ninonces at-COSstioss AmoOrizallon'-.. Seihycmiae sparta ee eet steal enens 
Wes OMG, CULLING ANG CNOrAVING \.2, scare sso teks os cre Wal nee cree 


WORKINGLCAPITAL AND ‘OTHER ASSETS) Wink 0a ens oss eee 


DEDUCT: 


ERATED EODU (OLE 0) ates or ane ePs v2 aka poo vies nce @ Spoiyayerodeofehs cients 
PIO TE INOOLUGARCS ery rece aba a's <4. NTs ie le RM Seen ee eens 
POPC IIOROSMD rts oe tale Piet «tad sieves hy creie's ole Panay uaMgiele saetetess 


AG EEA Ser OCOVERMIABICITIES.-..c0:.:4 suse urets eins ve. hebueey uss 


SHAREHOLDERS’ EQUITY: 
Capital stock — Common shares without nominal or par value — 
Authorized — 300,000 shares 


Issued Se PAGISIIELCS ve neies st susais.s a \ecsmmene aCtneEs SReRt am 
Bie lnele Roe TE NUNS oad Bitch Sen On ets Ioana ear aI rear Pere Wee On ee 


Approved on behalf of the Board: 


J. R. CRAIG, Director 


eee a * ee Ree OOP OOP a ere Ke 16) 6 0! eye, ,0),'e) «6 (eke _@ 8-6 © © 10) 60 .olsiae ele en 6) e176 1645 (e070 
OF COMOROS SOC CHO RO) 5a 6) 9) 'S Ce (650) 0 01 6 6 6 © 8 S716 je) one alene ale .« 
Cey.¢ © uelle' 0" 91 eye) © 6 07 ere) sire (sel sia) ele 6 ais) a6 1s, 6 
Bpeoriet eG, eel Lene eve vejie ee is) (e's: a) 66 ene! 0 je) eteWere) a fetes soe) 0 6 


Be 8) @ (SFO 1018 (6.8) ONe Che 0! BLS 16 Oud.» S16) 016, 0 6) 0 


PhS Fe USTONS, 6) ef-s. 66 Joie sere rete, 9 6. 60) ene 6 16Me) © 016) 6.6 oe" ee pe 
Oo. @ lay ede) ©, Ole. 0:0 10) 0) 4.50, ©, 0:16) 0 1050 6 eile 
oo 6 eo Lelie ee 06 Tov elie! 06; 6. 6, © les) 8\/0 6's eléuele « 2.0 

a] 6 Ss" chisleke) «0 ee lets, ©) 01.66) 060) 0) es) 8 eee 6 .e 


& 6) @ © 6 196) 8 ele: 0) 6 (0 a) 0 ¢ (6) 6) 9) 6.6 6 is) 68) ¥ e sme 


OF 0 FG: (O91 6 6: 87 6) 'e (60) 0 O&O) 6 0 @ 0) e o'0' (0° © 10) 7610) e180) (ee 6 6). 66 16) 6 e760 


BHOEPEA Wy FLANTZAND (EQUIPMENT ‘(note 5) ovieage ce oe ca es os 


1970 
$ 22,310 
5,630,506 
550,305 
9,706,679 
635,328 


16,545,128 


3,848,611 
4,888,885 
588,145 
463,971 
1,435,000 


11,224,612 


5,320,516 
6,519,206 


47,607 
253,047 
1,632,142 
174,000 

1 


2,106,797 


13,946,519 


2.744848 
371,000 
46,874 


AnG2 fee 
$10,783,797 


$ 2,648,482 
8,135,315 


$10,783,797 


1969 
$: 30,593 
6,054,757 
521,002 
8,823,382 
443,328 


15,873,562 


2,050,633 
4,420,412 
699,583 
338,444 
1,365,000 


8,874,072 


6,999,490 
4,980,870 


82,512 


1,302,302 
84,000 
1 


1,468,815 


13,449,175 


3,151,244 
216,000 


3,367,244 
$10,081,931 


$ 2,648,482 
7,433,449 


$10,081,931 


R. C. MacGILLIVRAY, Director 
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CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1970 
(WITH COMPARATIVE FIGURES FOR 1969) 


Canadian Wallpaper 
Manufacturers Limited 


and SOURCE OF FUNDS: 1970 1969 
Subsidiary Companies Neeag os for the year ended December 31 .............-.ee28- $1,167,152 $1,309,907 
Depreciation andamonizatlon 2.cr.tt creme eee nace waters eet eee 419,037 361,012 
Mealized Gain OnvOreign-SxCnande@mcn .cl.tc thie vtee wlcecge eter Noreere — (92,323) 
Deterreq incometaxeses. =. ene. (ee eh eerie 155,000 48,000 
-ungs provided. from anerationS® °. .jcerarache i-inr oneness sare 1,741,189 1,626,596 
increasesin mingrity Interesto...o. (cniys wot ees see ye eel aie 46,874 — 
Increaseiin longterm. GebDL (Net) yo accss wee tees aestoee sou ears eee ee eee ~~ 2,661,257 
Decrease in:long term receivables .%. 2... ta2..5-c0s.. agmine stew sie 34,905 40,605 
1,822,968 4,328,458 
USE OF FUNDS: 
Investment in, and working capital financing of, 
subsidiary company at date of acquisition .............c cece eens 655,546 —_ 
Investment in plant and equipment (net) .............. ce ecw cece 1,621,667 1,816,719 
Acquisition, of liC@nces secant. Nagin. re: ea cere er teeta 100,000 — 
Dividends. tears ea coe eee ie cate at ca eer Pate ores 465,286 465,286 
Repayment of longitermmidebt). ca em or. sc ee le eae eaieecnete 406,396 oan 
Advance toalfiliated. companyie..srestes « o iieret teste eee ee eee 253,047 ms 
~ 9,501,942 2,282,005. 
Increase (decrease). in: WOrKINgG Capital 775.5 pamenasuticeeiemre iin stere aioe) « (1,678,974) 2,046,453 
Working capital at beginning of year. 2. 2. faces eae Mei eee 6,999,490 4,953,037 
Working capital’atiend of: Veart- va) ae. nae ieee eee eee ee $5,320,516 $6,999,490 


AUDITORS’ REPORT 


To the Shareholders of 
Canadian Wallpaper Manufacturers Limited: 


We have examined the consolidated statement of financial position of Canadian Wallpaper Manu- 
facturers Limited and its subsidiaries as at December 31, 1970 and the consolidated statements of 
earnings and retained earnings and source and use of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1970 and the results of their operations and the source and use of their 
funds for the year then ended, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


Toronto, Canada 
February 8, 1971. 


SUNWORTHY DIVISION 

THE BIRGE COMPANY, INC. 

CROWN DIAMOND PAINTS LIMITED 

DOMINION COLOUR CORPORATION LIMITED 
EMPIRE WALLPAPER & PAINT LIMITED 

GENERAL PAINT CORPORATION OF CANADA LIMITED 


SERTEX CORPORATION 
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